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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Member of
McNally Capital Securities, LLC

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of McNally Capital Securities, LLC (the
"Company") as of December 31, 2022, and the related statements of operations, changes in member's equity and cash
flows for the year then ended, and the related notes  (collectively referred to as the "financial statements"). In our
opinion, the financial statements present fairly, in all material respects, the financial position of McNally Capital
Securities, LLC as of December 31, 2022, and the results of its operations and its cash flows for the year then ended
in conformity with accounting principles generally accepted in the United States of America. 

Basis for Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on the Company’s financial statements based on our audit. We are a public accounting firm registered with
the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with
respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations
of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether due to error or fraud.  Our audit included performing procedures to assess the risks of material
misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to
those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements. Our audit also included evaluating the accounting principles used and significant estimates
made by management, as well as evaluating the overall presentation of the financial statements. We believe that our
audit provides a reasonable basis for our opinion.

Auditor's Report on Supplemental Information

The information in Schedule I, II, and III (the "supplemental information") has been subjected to audit procedures
performed in conjunction with the audit of the Company’s financial statements. The supplemental information is the
responsibility of the Company’s management. Our audit procedures included determining whether the supplemental
information reconciles to the financial statements or the underlying accounting and other records, as applicable, and
performing procedures to test the completeness and accuracy of the information presented in the supplemental
information. In forming our opinion on the supplemental information, we evaluated whether the supplemental
information, including its form and content, is presented in conformity with 17 C.F.R. §240.17a-5. In our opinion,
the supplemental information in Schedule I, II, and III is fairly stated, in all material respects, in relation to the
financial statements as a whole.

We have served as McNally Capital Securities, LLC’s auditor since 2021.

Saint Louis, Missouri
March 17, 2023
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STATEMENT OF FINANCIAL CONDITION 
December 31, 2022 
 
 

The accompanying notes are an integral part of these statements. 
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ASSETS 
CASH $20,130 

  

TOTAL ASSETS $20,130 
  

  
LIABILITIES AND MEMBER’S EQUITY 

   
  

MEMBER’S EQUITY 20,130 
  

TOTAL LIABILITIES AND MEMBER’S EQUITY $20,130 
 
 
 
 



McNally Capital Securities, LLC 
STATEMENT OF OPERATIONS 
For the year ended December 31, 2022 
 
 

The accompanying notes are an integral part of these statements. 
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Revenue         

 Advisory Fees      $0  

         
  Total revenue      0 

         
Expenses         

 Shared services with affiliate     40,168 

 Professional fees      29,545 

 Assessments and fees     6,059 

 Office supplies and expenses      2,298 

 Insurance   
    740 

         
  Total expenses      78,810  

         
  NET INCOME     ($78,810) 
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STATEMENT OF CHANGES IN MEMBER’S EQUITY 
For the year ended December 31, 2022 
 
 

The accompanying notes are an integral part of these statements. 
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Balance, January 1, 2022     $28,772  

       
Net Income     (78,810) 

       
Contributions 

    
       

70,168  
 

     
 

Distributions                    -  

       
Balance, December 31, 2022     $20,130  

 
 
  
 
 



McNally Capital Securities, LLC  
STATEMENT OF CASH FLOWS 
For the year ended December 31, 2022 
 
 

The accompanying notes are an integral part of these statements. 
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Cash flows provided by operating activities    

  
 Net Income     ($78,810) 

        
   Adjustments to reconcile net income to net cash flows from operating activities  
 Expenses paid for by parent contributed to equity   40,168  
   Total operating activities adjustments     40,168  

        
  Net cash used by operating activities (38,642) 

        
Cash flows from financing activities  

    
        

 
Member's contributions 

   
       

30,000  

  
Net cash provided by financing activities        

30,000  

        
  Net decrease in cash (8,642) 

        
Cash at beginning of year     

 28,772  

        
Cash at end of year  

 $20,130  

        
        
Non-Cash Financing Transactions  

  
   Expenses paid by parent contributed to equity     $40,168  
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NOTE A - ORGANIZATION 
 
McNally Capital Securities, LLC (the “Company”) is a Delaware Limited Liability Company that was organized 
on February 7, 2011, and received its initial capital contribution on February 29, 2012.  The Company is a 
broker-dealer registered with the U.S. Securities and Exchange Commission (SEC) and is a member of the 
Financial Industry Regulatory Authority, Inc. (FINRA).  The Company commenced operations when it 
received FINRA membership approval on November 7, 2012.  The Company acts as an investment banker 
engaging in private placements. 
 
 
 
NOTE B - SIGNIFICANT ACCOUNTING POLICIES 
 
Revenue Recognition 
 
The Company follows a five step model to (a) identify the contract(s) with a customer, (b) identify the 
performance obligations in the contract, (c) determine the transaction price, (d) allocate the transaction price 
to the performance obligations in the contract, and (e) recognize revenue when (or as) the entity satisfies the 
performance obligation.     
 
 
Income Taxes 
 
The Company is a single member LLC whose sole member is McNally Capital, LLC (the “Parent”).  For federal 
and Illinois income tax purposes the Company is considered a disregarded entity and its income and expense 
is reported directly on the federal and Illinois partnership return of the Parent.  The Company is not subject to 
federal or Illinois income tax.   
 
A tax position is recognized as a benefit only if it is more likely than not that the tax position would be sustained 
in a tax examination, with a tax examination being presumed to occur.  The amount recognized is the largest 
amount of tax benefit that has a greater than 50% likelihood of being realized on examination.  The Company 
applied this accounting policy to the 2019, 2020, 2021, and 2022 tax positions, all open tax years. For tax 
positions not meeting the more likely than not test, no tax benefit is recorded.  As of December 31, 2022, the 
Company had no material unrecognized federal or state tax benefits.  There have been no material changes in 
unrecognized tax benefits during the current year.  The Company did not have any material amounts accrued 
for interest and penalties at December 31, 2022.  Interest or penalties on income taxes, if incurred, are 
recognized on the statement of operations in other expenses. 
 
  



McNally Capital Securities, LLC  
STATEMENT OF CASH FLOWS 
For the year ended December 31, 2022 
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Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial 
statements, and the reported amounts of revenues and expenses during the reporting period.  Actual results 
could differ from those estimates. 

Cash  

The Company is exposed to concentrations of credit risk.  The Company maintains its cash in a bank deposit 
account at a financial institution where the total cash balance is insured by the Federal Deposit Insurance 
Company (FDIC) up to $250,000 per depositor, per bank.  At times, the Company may maintain balances in 
excess of FDIC limits.  The Company monitors these credit risks at financial institutions and has not 
experienced any losses related to these risks. 

NOTE C – REVENUE FROM CONTRACTS WITH CUSTOMERS 

Significant Judgements 

Revenue from contracts with customers includes commission income and fees from investment banking 
services. The recognition and measurement of revenue is based on the assessment of individual contract terms. 
Significant judgment is required to determine whether performance obligations are satisfied at a point in time 
or over time; how to allocate transaction prices where multiple performance obligations are identified; when to 
recognize revenue based on the appropriate measure of the Company’s progress under the contract; and 
whether constraints on variable consideration should be applied due to uncertain future events. 

Advisory Fees 

The Company provides advisory services on mergers and acquisitions (M&A). Revenue for advisory 
arrangements is generally recognized at the point in time that performance under the arrangement is completed 
(the closing date of the transaction) or the contract is cancelled. However, for certain contracts, revenue is 
recognized over time for advisory arrangements in which the performance obligations are simultaneously 
provided by the Company and a benefit is received by the customer. In some circumstances, significant 
judgment is needed to determine the timing and measure of progress appropriate for revenue recognition under 
a specific contract. 

Retainers and other fees received from customers prior to recognizing revenue are reflected as contract 
liabilities.  

Costs to Obtain or Fulfill a Contract with a Customer  

The Company records as an asset certain costs incurred to obtain revenue contracts with its customers, such 
as sales commissions paid to employees for obtaining new contracts with clients. These costs are amortized to 
expense over the period of time that the services are expected to be provided to the customer. 

There were no such assets at January 1, 2022 and December 31, 2022, respectively. 



McNally Capital Securities, LLC  
STATEMENT OF CASH FLOWS 
For the year ended December 31, 2022 
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Disaggregated Revenue from Contracts with Customers 

Based on the Company’s revenue for the year ended December 31, 2022, no further disaggregation of revenues 
is deemed necessary as all revenue streams were similar in nature. 

NOTE D - RELATED-PARTY TRANSACTIONS 

The Company has entered into an expense sharing agreement with the Parent.  Under the agreement, the Parent 
will pay the following expenses relating to the Company: rent, utilities, salaries, computer hardware costs and 
software license fees for technology utilized by the Broker-Dealer, phone and other telecommunications costs 
and such other expenses as may be agreed to from time to time.  To the extent the Parent pays salaries and 
related expenses for registered persons and such payments relate to the services provided by such persons to 
the Company, the Parent will treat such payments and expenses as a capital contribution to the Company.  The 
capital contribution and related expense is recognized quarterly.   

The Company will pay expenses directly relating to its brokerage activities, including, all charges incurred under 
any escrow agreements it maintains in connection with securities transactions, all registration and continuing 
education fees, accounting and legal fees, audit fees, taxes, other professional service fees, consulting fees, 
commissions payable to registered representatives, and all other charges incurred directly relating to the 
brokerage activities.   

During the year ended December 31, 2022, the Parent paid $40,168 of Company expenses consistent with the 
expense sharing agreement.  The Company recorded these expenses as non-cash contributions from the Parent. 

NOTE E - NET CAPITAL REQUIREMENTS 

The Company is subject to the SEC Uniform Net Capital Rule (Rule 15c3-1) (the Rule).  Under the Rule, the 
Company is required to maintain net capital equivalent to $5,000 or 6-2/3% of aggregate indebtedness, 
whichever is greater, as these terms are defined. 

At December 31, 2022, the Company had net capital of $20,130, which was $15,130 in excess of its $5,000 
required minimum net capital.  The ratio of aggregate indebtedness to total net capital was 0-to-1 at December 
31, 2022. 

NOTE F – SUBSEQUENT EVENTS 

The Company has evaluated subsequent events for potential recognition and disclosure through February 28, 
2023, the date the financial statements were available to be issued. 
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McNally Capital Securities, LLC  
COMPUTATION OF NET CAPITAL FOR BROKERS AND DEALERS PURSUANT TO  
RULE 15c3-1 UNDER THE SECURITIES EXCHANGE ACT OF 1934 
December 31, 2022       Schedule I 
 
 

See Report of Independent Registered Public Accounting Firm. 
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Net capital  
Member’s equity per statement of financial condition 

 
$20,130 

Net capital 
 

20,130 

Net capital requirement  
(The greater of 6-2/3% of aggregate indebtedness or $5,000) 

 
  5,000 

Excess net capital 
 

$15,130 

Ratio of aggregate indebtedness to net capital 
 

0% 

Aggregate indebtedness $0 
  
  
  
 
 
 
 
 
NOTE: There are no material differences between the preceding computation and the Company’s 
corresponding unaudited part II of Form X-17A-5 as of December 31, 2022.



McNally Capital Securities, LLC  
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS FOR  
BROKER-DEALERS PURSUANT TO RULE 15c3-3 UNDER THE SECURITIES  
EXCHANGE ACT OF 1934 
December 31, 2022  Schedule II 
 
 

See Report of Independent Registered Public Accounting Firm. 
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A computation of reserve requirements is not applicable as the Company relies on the SEC's guidance set 
forth in circumstances described in footnote 74 to Exchange Act Release No. 34-70073 (July 30, 2013).   



McNally Capital Securities, LLC  
INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS FOR  
BROKER-DEALERS PURSUANT TO RULE 15c3-3 UNDER THE SECURITIES  
EXCHANGE ACT OF 1934 
December 31, 2022  Schedule III 
 
 

See Report of Independent Registered Public Accounting Firm. 
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Information relating to possession or control requirements is not applicable as the Company relies on the SEC's 
guidance set forth in circumstances described in footnote 74 to Exchange Act Release No. 34-70073 (July 30, 
2013). 
 





REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Member of
McNally Capital Securities, LLC

We have reviewed management's statements, included in the accompanying Rule 15c3-3 Exemption Report pursuant
to SEC Rule 17a-5, in which (1) McNally Capital Securities, LLC (the Company) did not claim an exemption under
paragraph (k) of 17 C.F.R. §240.15c3-3, and (2) the Company is filing this Exemption Report relying on Footnote
74 of the SEC Release No. 34-70073 adopting amendments to 17 C.F.R. § 240.17a-5 because the Company limits
its business activities exclusively to: (1) receiving transaction-based compensation for identifying potential merger
and acquisition opportunites for clients, referring securities transactions to other broker-dealers, or providing
technology or platform services; and (2) engaging solely in activities permitted for capital acquisition brokers
("CAB") as defined in FINRA's CAB rules and approved for membership in FINRA as a CAB. In addition, the
Company did not directly or indirectly receive, hold, or otherwise owe funds or securities for or to customers, other
than money or other consideration received and promptly transmitted in compliance with paragraph (a) or (b)(2) of
Rule 15c2-4 and/or funds received and promptly transmitted for effecting transactions via subscriptions on a
subscription way basis where the funds are payable to the issuer or its agent and not to the Company; did not carry
accounts of or for customers; and did not carry PAB accounts (as defined in Rule 15c3-3) throughout the most recent
fiscal year without exception.

McNally Capital Securities, LLC’s management is responsible for compliance with the exemption provisions and its
statements.

Our review was conducted in accordance with the standards of the Public Company Accounting Oversight Board
(United States) and, accordingly, included inquiries and other required procedures to obtain evidence about McNally
Capital Securities, LLC’s compliance with the exemption provisions. A review is substantially less in scope than an
examination, the objective of which is the expression of an opinion on management’s statements. Accordingly, we do
not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to management's
statements referred to above for them to be fairly stated, in all material respects, based upon the Company’s business
activities contemplated by Footnote 74 of the SEC Release No. 34-70073 adopting amendments to 17 C.F.R. §
240.17a-5, and related SEC Staff Frequently Asked Questions.

Saint Louis, Missouri
March 17, 2023


